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14. Descriotion  of Amendment/Modification (Cont.)

The purpose of this modification is to remove what is commonly referred to as the “paid cost rule,”
which required large businesses to actually pay a subcontractor before including the payment in
its billings to the Government. FAC 97-16 eliminated the paid cost rule restriction for all contracts
awarded on or after May 26, 2000, the applicability date of FAC 97-16. This modification -is
issued as a result of the execution of the MOA “Elimination of the Paid Cost Rule on existing
contracts” executed on June 2,2000, by and between The Boeing Company and the Defense
Contract Management Agency.

This modification applies to all contracts that were awarded by DOD or NASA contracting
activities prior to the applicability date of FAC 97-16 &that are being administered by the
Defense Contract Management Agency (DCMA), unless otherwise noted. The United Space
Alliance joint venture is specifically excluded from this modification.

The calculation methodology and a preliminary indirect cost adjustment as consideration for this
change have been negotiated and agreed to by DCMA and The Boeing Company; however, this
modification does not change any contract prices.

Elimination of the paid cost rule should not result in degradation of subcontractor payment
timeframes. The Boeing Company shall continue to pay subcontractors in accordance with the
terms and conditions of subcontracts and invoices and ordinarily prior to submission of the
contractor’s next payment request to the Government.

The paid cost rule provisions contained in the following clauses are hereby removed:

52.216-7 Allowable Cost and Payment (Apr 1998)
Paragraph (b)(l)(i) Those recorded costs that, at the time of the request for reimbursement, the
Contractor has paid by cash, check, or other form of actual payment for items or services
purchased directly for the contract;
52.232-7 Payments under Time-and-Materials and Labor-Hour Contracts (Feb 1997)
Paragraph (b)(2)...Reimbursable  costs in connection with subcontracts shall be limited to the
amounts paid to the subcontractor for items and services purchased directly for the contract only
when cash, checks, or other form of payment has been made for such purchased items or
services; however, this requirement shall not apply to a Contractor that is a small business
concern.
52.232-16 Progress Payments (Jul 1991)
Paragraph (a)(2)(i) The costs of supplies and services purchased by the Contractor directly for
this contract may be included only after payment by cash, check, or other form of actual payment.
52.216-26 Payments of Allowable Costs Before Definitization (Apr 1984)
Paragraph (d)(l) Those recorded costs that result, at the time of the request for reimbursement,
from payment by cash, check, or other form of actual payment for items or services purchased
directly for the contract;

(The above list is provided for illustrative purposes-differences may be found in individual
contracts due to the use of earlier versions of the clauses or tailoring of the standard clauses.)

The paid cost rule provisions which have been removed from the clauses above, shall be
replaced with the revised language contained in FAC 97-16.

While not incorporated as a part of the modification, it is intended that this modification comply
with the provisions of the MOA referenced in the first paragraph of this modification.

All other items remain unchanged and in full force and effect.

------
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This moMcation appiles to all conlracts that were ewsrdsd by DOD or NASA m
aUlvlUea p&r to the epplf~~bMly dale of FAC 97-16 wthal am bolng admlnklemd by the
Defense Contract Management Agency @WA), unless othemiso noted. The United Speas
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IL21 6-t Allowable Cost and Paywwnt (Apr 1999)
Pampreph (b)(i)(i) Those recorded costs that, et the Uma of the request for rdmbureemenl the
Cantrador has pald by cash, check, or other form of t~duai payment for #em8 OT servlcas
purdrplced dlmctly for the contmd;

12.232-7 Payments under Time-urd-Materirlr and Labor-Hour Contracts (Fob 1997)
Psreocpph (b)(Z).. .Relmbursahle CQ&B In connedlon v&h suubconlacls shall be U&led to the
emourds pdd to the subcontrador for Yams and sarvlclrs purchased dlrsdly for the aMred Ody
when cm&, drecks, or other form d payment has been made bar such punhased Itams OI
mvices: howwar, this requirement shell nol apply to a Conlrodor that is a small bushsS
conoenl.

62.23246 Progress Payments (Jull991)
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this axWc4 may be lnduded only after payment by cash, check, or other form of actual payment
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The peld ood Nile provlslons which have been rwnaved from the~dauer above. shaY be
replaced wflh the revised languaga contaIned In FAC 97-16.

while no4 lnc#porated as a parI dtho modlflcatfon, Il la krtended that lhls modlfkution comely
wllh the pmvlslons of the h4OU mfemnced In the fM paragraph of lhls modifk&M.

AH other llems rsmeln unchanged and in full force and effect.
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This modification applies to all contracts that were awarded by DoD contracting aclivitics prior to the
applicability date of FAC 97-16 and that are being administcrcd by the Defense Contract Management
Agency (DCMA), unless otherwise noted.

Consideration for this change has been negotiated and agreed to by DCMA and Northrop Grumman
Corporation (NGC); however, this modification dots not change any contract prices.

Elimination of the paid cost rule should not result in dcgmdution of subcontractor payment timeframes.
NGC shall continue to pay subcontractors in accordance with the terms and conditions of subcontracts
and invoices and ordinarily prior 10 submission of the contractor’s next payment request to the
Govemmenl.

The paid cost rule provisions contained in the rollowing clauses arc hereby removed:

52.2167 Allowable Cost and Payment (Apr 1991))
Paragraph (b) (1) (T) Those rccordcd costs that, at the time of Lhe request for reimbursements the
contractor has paid by cash, check, or other for of actual payment for items or services purchased
directly for the contract;
52.232-7 Payments under Time-and-Materials and Labor-Hour Contracts (Feb 1997)
Paragraph (b) (2).. Reimbursable costs in connection with subcontracts shall bc limited to the amounts
paid to the subcontractor for items and services purchased directly for chc contract only when cash,
checks, or other form of poymcnt has been made for such purchased iccms or services. However, this
rcyuirement shall not apply to a Contractor that is a small business  concern.
52.232-16 Progress Payments (Jul1991)
Paragraph (a) (2) 0) The costs of supplies and services purchased by the Contractor directly for this
contract may be included only after payment by cash, cheek, or other form of aclual payment.
52.216% Payments of Allowable Costs Before Definitization (Apr 1984)
Paragraph (d) (I) Those recorded costs that rcsuk, at the time of the request for reimburscmcnt, from
payment by cash, check, or other rorm of actual payment for items or services  purchased directly for
the contract;

(The above lisl is provided for illustrtitive purposes - diffcrcnccs may be found in individual contracts
due to the use of earlier versions of the clauses or tailoring of the standard clauses.)

The paid cost rule provisions which have been removed from the clauses above, shall be replaced with
the revised language contained in FAC 97- 16.

While not incorporatti  as a part of the moditicacion, ir is intended that this modification comply with
chc provisions of the MOU referenced in the first paragraph of this modification.

All ocher items remain unchanged and in full fwrce and effect.
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This modification applies to all contracts between Raytheon Company and the Department of
Defense (DOD) that are being administered by Defense Contract Management Agency (DCMA).
Its purpose is to eliminate what is commonly referred to as the “Paid Cost Rule” from existing
DOD and National Aeronautical Space Admimstmtion  (NASA) contracts which were awarded
prior to May 26,200O.

Raytheon Company shall continue to pay its subcontractors and suppliers in accordance with the
payment terms and conditions that are set forth in its subcontracts and invoices (normally
requiring payment not later than 30 days after receipt of an applicable invoice), and ordinarily
prior to the submission of the contractor’s next billing request to the Government.

The primary purpose of the modification is to replace the existing Federal Acquisition Regulation
(FAR) provisions regarding the “Paid Cost Rule” with the revised language that is contained in
FAC 97-16. This revised language eliminates the “Paid Cost Rule” for the following contract
clauses;

52.216-7 Allowable Cost and Payment. (Apr 1998)
Paragraph (b)(M) nose recorded costs that, at the time of the request for reimbursement, the
Contractor has paid by cash, check, or other form of actual payment for items or services
purchased directly for the contract;

52.232-7 Payments under Time-and-Materials and Labor-Hour Contracts. (Feb 1997)
Paragraph (b)(2) _ . . Reimbursable costs in connection with subcontracts shall be limited to the
amotmts paid to the subcontractor for items and services purchased directly for the contract only
when cash, checks, or other form of payment has been made for such purchased items or services;
however, this requirement shall not apply to a Contractor that is a small business concern.

52.232-16 Progress Payments. (Jull991)
Paragraph (W)(i) ne costs of supplies and services purchased by the Contractor directly for
this contract may be included only after payment by cash, check, or other form of actual payment.

52.2 16-26 Payments of Allowable Costs Before Defmitization. (Apr 1984)
Paragraph (d)( 1) Those recorded costs that result, at the time of the request for reimbursement,
from payment by cash, check, or other form of actual payment for items or services purchased
directly for the contract;

The above list is provided for illustrative purposes-di&rences may be found in individual
contracts due to earlier versions or tailoring of the clauses.

This modification does not have any affect on the contract prices listed herein.


